Non-lending activities in SME financing is a phenomenon whose significance has recently been recognized. Provision of different products and services to companies is becoming an important profit center for banks serving SMEs and the supply side of SME financing has been experiencing a shift towards fee-based products and services, mainly due to the risks and challenges associated with SME lending. Despite these important developments in the industry, there are a limited number of studies that focus on t he bank activities related with cross-selling to SMEs. This paper aims to address this gap in the literature, by investigating the role of cross selling in SME banking by analyzing the major business models and strategies both at international and local contex ts. The study targets to make important contributions to SME finance and in particular SME banking literature, as it highlights the changing market structure in the supply-side of SME banking and pinpoints how best practices in international banking system can form examples for banks that prioritize growth in SME segment.
Introduction
SME concept gained popularity in academia and among regulators and practitioners particularly after 1980's, as the focus in both the developed and developing economies shifted from large corporations to small and medium sized enterprises. Although every economic region or country has its own SME categorization, SMEs and entrepreneurship are accepted "to be a key source of dynamism, innovation and flexibility in advanced industrialized countries, as well as in emerging and developing economies" (OECD, 2006:9) .
The role of SME's in social and economic development has been "widely recognized in developed countries as well as developing economies" (OECD,2006:9) , particularly after 1980's. SMEs are called as the "backbone of the European economy" as they constitute 98% of all enterprises (20.7 million businesses) and "account for 67% of total employment and 58% of gross value added (GVA) in EU, as of 2012" (EC,2012).
As Ardiç, Mylenko and Saltane stated, SME development is "closely linked with growth" (Ardiç, Mylenko and Saltane, 2011) , in their referrals to Beck, et al. (2010) who found "a robust, positive relationship between the relative size of the SME sector and economic growth, even when controlling for other growth determinants" (Ardıç, et al., 2011; Beck, et. al., 2010:187) .
Among several problems of SMEs, financial challenges have a unique situation. According to OECD reports, most problems of SMEs have a financial nature (OECD, 2004 (OECD, ,2006 as finance " is a key element in determining the growth and survival of SMEs in both developed and developing economies" (Richard and Mori, 2012:2) . While there is a wealth of studies on SME finance and particularly SME lending, there have been relatively few academic studies related with the supply side of SME banking (Rocha, et.al, 2011) . The leading studies in this field were provided by Beck,et.al (2008 Beck,et.al ( ,2009 , De la Torre, et. al. (2010) and Rocha et. al. (2011) , who addressed the driving factors and challenges in SME banking, together with the evidence on recent trends and developments in the industry. However, the role of non-lending products and services in servicing SMEs has not been studied in depth, up to date. This paper aims to address this gap in the literature, by analyzing the supply side of non-lending practices to SMEs which is a concept that recently started to attract the interest of SME finance scholars (De la Torre, et. al., 2010) . at both international context and in Turkish banking system. Despite the unsaturated nature of SME segment in terms of provision of banking services, the banking system in Turkey is regarded as "advanced" for servicing SMEs and other customers (OECD, 2014) .Therefore the analysis is expected to make an important contribution to the SME finance literature by analyzing the development of the concept of cross selling in SME banking and providing valuable information on the cross-selling practices of major banks operating in Turkey, some of which are regarded as 'best practices' by IFC. The study is organized as follows. The first section briefly overviews the SME sector in international and local contexts. In the second part, the emergence and development of cross-selling concept in SME banking is investigated, In third section, major crossselling strategies and practices of market-maker banks in Turkey are analyzed and the last section concludes.
The context of SMEs
Small and medium-sized enterprises (SMEs) are generally described as "enterprises with a relatively small share of the market, managed by owners or part-owners in a personalized way, and not through the medium of a formalized management structure; and acting as separate entities, in the sense of not forming part of large enterprise or group" (Storey, 1994) . Whether an enterprise is an SME or not can vary from one context to another, sometimes varying between institutions of the same country (Özdemir, et.al, 2011) .
In Turkey, SMEs are categorized in three groups of micro, small and medium sized enterprises with respect to their employee numbers and annual revenues, as regulated by the Law on SME definition, which came into force on May 18, 2006 and was amended on November 4, 2012 (OECD, 2014) .
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SMEs are the most important sources of employment in Turkey with 76,7% share (Sahin & Dogukanli, 2014) , whereas 55 % of total value added and 65 % of total sales in the economy are supplied by SMEs (TOBB, The Union of Turkish Chambers and Exchange Commodities, 2014). As of 2009, there are 2.291.904 SMEs, dominated by the microenterprises with less than 10 employees (OECD, 2014) Due to this significant role, the availability and degree of SME financing have been the focus of various academic studies, as it has been underlined as a critical factor in the growth and development of the SMEs (Abdulsaleh & Worthington, 2013 , Norton, 2003 Cook, 2001) . As in most developing economies, commercial banks are still the most common sources of SME finance in Turkey (Öndeş & Güngör, 2013; Şahin, 2011; Çetin, et,al, 2011; Güler, 2010) , mainly caused by the underdevelopment of venture capital and credit guarantee systems. However, SMEs face serious collateral, credibility and balance sheet problems which prevent them from utilizing the required amounts of bank loans, particularly when the enterprise is in the startup phase (Uluyol, 2013; Topal, et.al, 2006; Arslan, 2003) .
Challenges of SME lending has been the foci of scholarly studies of SME financing in Turkey (Koyuncugil & Özgülbaş, 2008; Topal, et. al, 2006; Arslan, 2003) , to date, leaving the supply side of SME banking largely under investigated. This study therefore aims to address two major research questions, namely "What are the main drivers behind the rising importance of cross-selling activities in SME banking" and "How are cross-selling activities being undertaken in Turkish Banking System?". As lending to SMEs have been the main focus of scholars in SME finance literature, current study is expected to highlight the importance of the recent "non-lending in SME " concept , by providing theoretical and empirical information on business models, strategies and best practices about the cross-selling of financial products and services to SMEs.
Cross selling in SME banking
The financial resource constrains of SMEs with respect to larger corporations and the role of banks as major suppliers of financial resources are very well documented in the literature (Narteh; 2013; Abdulsaleh and Worthington, 2013; Roman and Rusu; Rocha, et. al, 2011; Beck, et. al 2008) . As SMEs face several challenges in accessing financial resources which are required for their survival and growth, external financing of SMEs and particularly relationship lending has been in the centre of scholarly analyzing various dimensions of SME financing studies (Hernandez-Canovas, et. al, 2010; De la Torre, 2010; Beck, et. al, 2006; Berger and Udell, 2006; Petersen and Rajan, 1994) .
Recently, another stream of research emerged, discussing the financing of SMEs from a "beyond lending" perspective and focusing on the rising interest of banks for offering non-credit financial services to SMEs, which they see as "core and strategic business prospects" (IFC, 2012b; Rocha, et. al 2011; De la Torre, et. al 2010) . As Rocha, et.al stated "SME finance is much broader than SME lending, despite the tendency in literature to often equate the two" (Rocha,et.al, 2011) . The interviews conducted with the bank managers in Central Europe, South America, Middle East and North Africa by World Bank and IFC researchers show that, as the attractiveness of the SME segment is more recognized, a variety of services and financial products are continuously introduced targeting SMEs, and the banks strategically aim to increase their existing market share and outperform their competitors in SME banking (Abdulsaleh, et al, 2013; Rocha, et.al, 2011; De la Torre, et. al 2010 , Beck, et. al, 2008 Stephanou and Rodriguez, 2008) .
In the literature, the main factors behind this recent popularity of banking SMEs and particularly non-lending banking product/services are discussed from various aspects. First and foremost, SMEs form the majority of firms in every economy and most enterprises are SMEs (De la Torre, et. al. 2010; Hallberg, 2000) . Secondly, the segment of SMEs is perceived as "highly competitive" (De la Torre, 2010) but still "unsaturated" and "promising" by the banks in most developed and developing economies (Beck, et al, 2008) . There is a general perception that SMEs are lacking appropriate financing and are in need of external sources of funds provided mainly by the banking system, which is backed up by several studies indicating that the SME segment is "underserved" by the banks (IFC, 2012) . The estimates for the growth of bank revenues from SMEs in emerging markets is calculated to be around USD 367 billion in 2015, from a USD 150 billion in 2010 (Stein, et.al., 2013: 11) . Thus, motivated by the low profitability of "corporate banking" segment and the intense competition and a comparably more saturated "retail" market, SME customers are now viewed as the new target customer segment by a majority of banks (IFC, 2012b; Roman and Rusu, 2012; De la Torre, et. al 2010) . This high focus is reflected in a recent survey conducted by the World Bank with banks from both developing and developed economies, where almost all the interviewees stated ambitious growth targets, such as doubling the volumes of SME banking operations in 1-2 years (De la Torre, 2010).
Besides the potential for gaining new customers who are "in need of receiving special assistance", the most crucial motivation of the banks in this shift of interest is the "perceived profitability" of this segment (Rocha, et.al, 2011; Beck, et al, 2008; De la Torre, et al 2010) . This factor is evidenced by the survey of Beck, et. al in 2008 covering 91 banks in 45 countries, in which 81% of banks from developed countries and 72% of banks from developing countries indicated the profitability impact as "the most important determinant for their involvement" in SMEs (Beck et al, 2008) . However, as every lending incurs the risk of default, the expected profits from SME segment can deteriorate when SME loans are not repaid (Richard and Mori, 2012; Obamuyi, 2007) . Studies show that, the default risk of loans is greater for SMEs compared to larger companies (Beck, et. al, 2008) . In addition to default risk, SME lending has serious challenges as most SMEs have credibility and collateral problems (OECD, 2014; Beck, et al, 2008; Topal, et.al, 2006; Arslan, 2003) as well as informality and opaqueness issues (De la Torre, 2010) . In addition to that, due to the recent crisis, banks are not as willing as the before-crisis period to lend loans to SMEs (Durkin,et.al, 2013) .
Combined together, these factors cause the focus of banks to be directed towards non-lending products and services that are suitable for the needs of SMEs, which is considered as a both easier and more profitable concentration area for the banks, as these services and products do not require complex scoring and follow-up procedures as the loan transactions and do not carry the risk of harming the profitability of the banks' as happens in case of defaulted loans. Studies show that, earnings from "other products and services" already amount to 32% of total revenues in developed countries, illustrating the importance of non-Hande Karadag, Vedat Akman Emerging Markets Journal | P a g e |85 lending activities for the banking system, and placing cross-selling "at the heart of banks' business strategy" (De la Torre, 2010).
The provision of multiple non-lending services and products to SMEs not only has a positive impact on "return on limited capital" of banks, but it also makes possible for the banks to deepen their relationships with their SME customers. Research shows that becoming the main bank of a customer increases the profitability per customer three times more than that of the non-main bank customer segments (IFC, 2012) , which can only be attained through selling various financial products to the same client. In addition to that, cross selling strengthens the bond between the bank and the SME, which in turn increases the level of customer loyalty and facilitates the future lending activities (IFC, 2012; De la Torre, 2010).
As stated by De la Torre, et. al (2010) another strategic advantage of cross selling from the banks' perspective is enabling banks' access to SME employees and employees' families. Through their technological infrastructure, banks are able to design payroll systems which opens new and utterly useful channels for gaining retail customers and selling of retail banking products (e.g. credit cards) to these newly acquired customers.
IFC reports state that, best practices of cross selling in SME banking has eight common characteristics, as:
cross-unit sales and referrals,  event-driven marketing,  coverage model and account management,  optimized pricing strategies,  loyalty management (IFC, 2012:30) .
Through educating customers, banks are able to position themselves as the main financial service providers of their customers, apart from the increased cross-selling opportunities caused by the creation of demand.
Product and service bundling, which can be described as " a combination of products and services are offered in one package, typically at a discount with respect to the combined price of individual elements" is another best practice in SME banking cross selling activities (IFC, 2012:32) . While this method has the clear advantage of "locking in clients", the pricing strategy has a crucial importance as a mispriced bundle can destroy the existing profits of the bank.
An efficient management of the product/service portfolio is another success factor for cross selling. The number of a typical portfolio can include up to 60 different products/services, however too many products have the risks of being unmanageable by the relationship managers in the branches and most of these services/products have no marginal contribution to profitability. Thus, the best practices in cross-selling of SME banking products/services are found to be eliminating the 60 % of their product/service portfolios with profit contributions close to zero (IFC, 2012:35) .
New business models for increased cross selling
Segregating customer portfolio in terms of corporate, SME and retail customer bases is becoming a common practice both in developed and developing economies (IFC, 2012b; Rocha, et.al, 2011; De la Torre, 2010; Beck, et, al, 2008) . This "decentralization of the sales function" model basically involves employing specialized SME relationship managers in branches, therefore using the branch network as distribution channels for selling of financial products and services designed for SMEs (IFC,2012b; Rocha, et.al, 2011 , De la Torre, 2010 .
In SME banking, large banks have several advantages in using sophisticated business models for rendering new products/services to SMEs, having more advanced IT systems, technical know-how and diverse service platforms, with respect to their smaller competitors (De la Torre, 2010). Additionally, large banks are able to connect their SME customers with corporate and upper-mass segments, or even gain new SMEs through their interrelationships. For example, with the information provided by their corporate customers, banks can set up IT based systems for linking the accounts of their corporate and retail banking customers to SMEs, such as automatic payment systems for the energy expenses of SMEs, which facilitates SMEs' payments to their suppliers and enables the banks to reach a large number of new SMEs. Like this case of payment/collections systems, much of these advanced business models are planned for meeting the demands of SMEs, who lack the facilities to efficiently manage and follow-up specific financial transactions, such as payment of wages or foreign trade activities. Thus, banks highly utilize these activities outsourced to them by the SMEs and increase the cross selling of their various feebased services and products. As the requirements for customization of these products and services for SMEs is low, they can be sold to every SME customer as mass products in the branches, which is a highly profitable and a Typically, the design and strategic management of cross selling of the the wide array of services and products are carried out by the headquarters, and through their branch networks and specialized SME personnel, these are offered to SMEs, with the end goal of increasing the number of products/serviced used per an SME. The number of products/services used by an SME is a common measure for improving the profitability of SME segment in banks, and a minimum of 5 products/services is found to be necessary for an SME to pass the optimum point of becoming profitable. These products/services can range from checking/savings accounts and company credit cards, to insurance products and payment/receivable systems (such as tax payments), depending on the infrastructural facilities of the banks.
Cross selling to SMEs in Turkish Banking System
In Turkey, there are 49 banks operating with 12.033 branches as of March, 2014 (Banking Regulation and Supervision Agency of Turkey, 2014). Servicing SMEs is one of the main strategic priorities of all banks in the sector, which is most clearly represented by the fast increase in SME loans. Between 2007-2012, the loans lent to SMEs by the banks rose at the rate of 156%, which is the greatest expansion in SME lending among OECD countries (OECD, 2014). As shown in Table 2 , the SME loans increased from USD 111,4 million at December 2012 to USD 127,4 million at December 2013 and USD 132,5 million USD at March, 2014 (Banking Regulation and Supervision Agency of Turkey 2014).
Despite the significant developments in SME lending volumes, the SME segment still "remains underserved, and constrained access to finance is perceived as the single largest obstacle to growth by SMEs" (OPIC, 2014). The SME specific lending problems of informality, opaqueness and credibility, combined with macroeconomic instabilities form the major obstacles to supplying loans to SMEs by the banks (Şahin, 2011) . These challenges lead the banks to rely more heavily on fee based financial products and services in SME banking, as in case of most developing economies. The large size of the SME segment with approximately 3.2 million SMEs as well as 3 million farmers and agricultural producers, of which a large portion is still under banked, is another factor behind the recent concentration and increasing product/service sales activities of banks to SME segment (Yapi Kredi, 2013) .
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In Turkey, the worldwide trend of setting up separate units for serving the SME segment, led by the multinational banks operating in local markets, is becoming a common practice. In this business model, the sales function of the financial products and services are decentralized and delegated to the branches, while loan approval procedures, risk management and recovery of defaulted loans are kept centralized (Beck, et. al, 2008) .The business models and major non-lending products/service practices offered to SMEs by the leading banks in Turkey can be briefed as follows:
Is Bankasi A.S: İş Bankasi is Turkey's largest bank of Turkey, with respect to total assets, total loans and shareholders' equity. It is also the leader in deposits among privately-owned banks. The bank manages its SME banking operations under commercial banking and its most differentiated service to SMEs in the market is the website IsteKobi (SMEs in Is), followed by 56.000 SMEs in 2013. The bank uses its widespread branch network, consisting of 1.265 branches and employees customer relations managers and customer representatives for providing financial services to SMEs (Is Bankasi, 2013).
Ziraat Bankasi A.S.:
As the largest state-owned bank in Turkey established with the mission of supporting the agricultural sector, the main strategy of Ziraat Bankasi for servicing SMEs is to provide loans to SMEs with facilitated credit conditions, particularly through its World Bank and EIB (European Investment Bank) partnerships. In 2012 and 2013, the Bank completed its customer and branch segmentation efforts and the moved to portfolio management business model and also expanded its number of Entrepreneurial Banking branches (Ziraat Bank, 2013) .
Garanti Bankasi A.S.:
Garanti Bankasi is the second largest private bank in Turkey, with consolidated assets of US$ 104.5 billion as of December 31, 2013. Having reorganized the head office and branches for the SMEs, the Bank has a separate SME department in Headquarters and pursues the strategy of being the "Bank of SMEs" and the "Future Guarantee of Tradesmen. For increasing its cross-selling activities, the bank has the goals of:
 providing support the digital transformation of SMEs so as to help them use IT technologies effectively,  design solutions for the needs of SMEs in various areas by establishing partnerships and collaborations with powerful brands and institutions,  offer diverse financing options to new entrepreneurs in need of fast and simple access to financial resources, and act as their solution partner on the basis of strong collaborations,  carry out agricultural banking focused on sector/product/region,  allow the product suppliers and firms taking place in the agricultural value chain to work with models that fit the relative cycles of sub-sectors in line with the demands and requirements that differ regionally (Garanti Bankasi, 2013) .
Akbank T.A.S.:
In the ranking of private banks, Akbank has the third place in the sector in terms of its assets, as of December, 2013 (TBB, 2013 . The Bank conducts its SME banking activities with its 985 branches and 23 regional directorates across Turkey. The main SME segment strategy of the Bank is the developing of tailor made products, such as Axess SME Card, Agriculture Card, Axess Business and checkbook that could be requested with an SMS, and 'SME Tariffs (KOTA)' product that allows SMEs to choose the bundled product that best suits their banking transaction mix by paying a single fixed fee.
In 2013, the Bank also revised its EkoPOS product, which is the first installment POS in the sector. Also, promotional campaigns offering complimentary devices were ran by the Bank for customers who are obliged to use cash register POS with recently changed regulations. The non-financial services of Akbank SME Banking include the "Craftsmen Fraternity" launched to serve artisans and the "SME Line" which is as a specific online service designed for meeting the information and service requests of SMEs and is available to all enterprises whether they are the Bank's customers or not (Akbank, 2013) .
Yapi ve Kredi Bankasi A.S. :
Yapı Kredi is the 4th largest private bank in Turkey with total assets of TL 182.0 billion and ranks 5th in total cash loans with 9.9% market share and 6th in total deposits with 9.8% market share. Yapi Kredi's strategic business unit based service model consists of three major segments of retail banking (including individual, SME and card payment systems), corporate & commercial banking and private banking and wealth management. The Bank serves its 911.000 SME customers in 842 branches with 1.583 relationship managers and has a wide range of product/service offerings, including product bundles, POS and merchant services, cash management products, investment products and commercial purchasing cards. Yapi Kredi was the first bank in the sector to introduce product bundles with a variety of basic banking products in a single package and these products are used by 155.000 SME customers as of December 2013, with the The sales activities of SME products and services are conducted through various distribution channels such as branches and SME Support Line. The Bank also provides several award winning non-financial SME services such as SME Club, SME Academy, SME Meetings, Agriculture Meetings and SME TV. In 2013, a separate Enterprise Banking unit inside the SME Banking department and a consultancy center called as 'Enterprise House' were set up for exclusively serving to 'entrepreneurs' (TEB, 2013).
As this review illustrates, while there is a clear and strong focus of all banks for the cross selling activities to SMEs, field applications can show variances between banks. Most of the market maker banks currently run their SME banking operations through separate SME departments in their headquarters, where the SME strategies and products are developed. While some banks are more aggressive to offer the contemporary 'product bundles' to their SME customers, others continue to serve their financial services as 'separate' products or services, where SMEs pay a fee for each product or service. The most common channels of sales activities are the wide branch network and specialized SME relationship managers, however almost every bank has also active online SME services. Some banks, such as Garanti, are more technology oriented in new product developments, while others like TEB focus on nonfinancial services for gaining new customers and deepening their existing relationships with the SME segment.
CONCLUSION
Banking SMEs is a topic which has been attracting the interest of academics and practitioners particularly within the last decades. As banks are traditionally regarded as the major funding sources of SMEs, the drivers and challenges of SME lending has been the main focus of academic studies, to date. However, with the recent developments in the industry, SME banking is shifting to a non-lending dimension, mainly due to the challenges and risks related with SME loans. Thus, cross-selling of non-lending products is perceived as a major strategy for increased profitability by a majority of banks, which also indicates a strong need for scholarly interest to this field.
In this analysis, we aimed to focus on the approach of banks operating in Turkey to this recent phenomenon, by investigating their business models, strategies and implementation practices with respect to increasing the sales volumes of non-lending products/services to SME customers. The results of our analysis showed that, in Turkey, banks serving SMEs have high expectations about the fast growth of the market and have carefully been following (and sometimes launching) best practices for increasing the number of products/services sold to an SME, such as decentralizing the sales activities to branches, deepening and strengthening customer relationships through non-financial services, evaluating the efficiency of customer and product portfolios and focusing on development of products for meeting the specific requirements of the SMEs.
As this research area is newly developing, further studies can focus on the financial or overall performance results of the pursued strategies of the banks or cross-country evaluations, where the cross selling activities of banking industries in selected countries can be compared with each other. 
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